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INTRODUCTION 

We  performed  a  financial/compliance  audit  of  the  Board  of 
Pardons  for  the  two  fiscal  years  ended  June  30,  1981.  The  objec- 
tives of  our  audit  were  to:  (1)  determine  if  the  board's  financial 
statements  present  fairly  their  financial  position  at  June  30,  1981 
and  the  results  of  operations  for  the  two  years  then  ended;  (2) 
determine  if  the  board  complied  with  applicable  laws  and  regula- 
tions; and  (3)  make  recommendations  for  improvements  in  the 
management  and   internal  controls  of  the  board. 

We   wish   to   express   our   appreciation   to   the   Board  of  Pardons 
and    Department  of   Institutions  and  their  respective  staffs  for  their 
cooperation  and  assistance  during  the  audit. 
BACKGROUND 

The  Board  of  Pardons  was  created  in  1955  to  oversee  the 
Montana  inmate  parole  and  furlough  programs.  It  also  reviews 
requests  for  executive  clemency  and  makes  recommendations  to  the 
Governor  concerning  those  requests.  Section  46-23-104(2),  MCA, 
requires  the  board  to  meet  at  the  state  prison  at  least  twice  each 
month  to  conduct  board  business. 

The  Executive  Reorganization  Act  of  1971  set  forth  the  qualifi- 
cations for  board  members  and  attached  the  board  to  the  Department 
of  Institutions  for  administrative  purposes  only.  Pursuant  to  that 
Act,  the  Department  of  Institutions'  Management  Services  Division 
performs  the  board's  accounting  and  budgeting  functions,  and 
maintains  payroll   and   leave  records  for  board  employees. 

The  Board  of  Pardons  staff  is  located  in  the  Montana  State 
Prison  administration  building  at  Deer   Lodge,   Montana. 


The  Board  of  Pardons  is  a  quasi-judicial  board.  Under  the 
definition  of  quasi-judicial  boards  at  2-15-124(1),  MCA,  one  board 
member  must  be  an  attorney  licensed  to  practice  law  in  the  state  of 
Montana.  Board  members  are  appointed  by  the  Governor  with  the 
advice  and  consent  of  the  Senate.  At  least  one  board  member  is 
required  to  have  particular  knowledge  of  Indian  culture  and  prob- 
lems. 

The  board's  activity  during  fiscal  years  1979-80  and  1980-81 
included  granting  560  paroles  and  9  work  furlough  requests, 
discharging  30  parolees  from  supervision,  and  making  recommenda- 
tion to  the  Governor  on  25  executive  clemency  requests.  The 
board  also  returned  167  parole  violators  to  prison  during  that  time 
period. 
PRIOR   AUDIT    RECOMMENDATIONS 

Our    previous    audit    report    on    the    Board    of    Pardons    (April 
1980)    contained    two   recommendations.      The   board   and    Department 
of   Institutions  complied  with  both  of  these  recommendations. 
COMPLIANCE 

Our  audit  procedures  included  testing  the  board's  compliance 
with  statutes  which  define  board  duties  and  testing  to  ensure  that 
prison  inmates  are  released  only  under  board  authorization.  The 
results  of  our  tests  indicate  that  the  Board  of  Pardons  is  active  in 
all  areas  required  by  law  and  Montana  prisoners  are  released  on 
parole  or  furlough  only  when  specifically  approved  to  do  so  by  the 
board. 

Because  the  CETA  and  Montana  Board  of  Crime  Control  pro- 
grams  are   audited   on   a   statewide   basis    by   other   auditors,    we  did 


not   duplicate   their   compliance  testing.      Nothing  came  to  our  atten- 
tion indicating  possible  non-compliance  in   items  not  tested. 
INTERNAL   CONTROL 

As  part  of  our  examination,  we  reviewed  and  tested  the 
board's  system  of  internal  controls  and  the  Department  of  Institu- 
tions' system  of  internal  controls  as  it  relates  to  services  provided 
the  board,  to  establish  a  basis  for  reliance  thereon  in  determining 
the  nature,  timing,  and  extent  of  other  auditing  procedures  neces- 
sary to  express  an  opinion  on  the  financial  statements,  and  to 
assist  us  in  planning  and  performing  the  examination  of  the  financial 
statements. 

The  objective  of  internal  accounting  control  is  to  provide 
reasonable,  but  not  absolute,  assurance  as  to  the  safeguarding  of 
assets  and  the  reliability  of  financial  records  for  the  purposes  of 
preparing  financial  statements  and  maintaining  accountability  for 
assets.  The  concept  of  reasonable  assurance  recognizes  that  the 
cost  of  a  system  of  internal  accounting  control  should  not  exceed 
the  benefits  derived  therefrom  and  also  recognizes  that  the  evalua- 
tion of  these  factors  necessarily  requires  estimates  and  judgments 
by  management. 

Our  study  and  evaluation  of  the  board's  and  department's 
systems  of  internal  accounting  control  for  the  two  fiscal  years 
1979-80  and  1980-81  would  not  necessarily  disclose  all  weaknesses 
in  the  systems  because  it  was  based  upon  selective  tests  of  account- 
ing records  and  related  data.  Our  study  and  evaluation  disclosed 
no  conditions  that  we  believed  to  be  a  material  weakness. 


Digitized  by  the  Internet  Archive 

in  2010  with  funding  from 

IVIontana  State  Library 


http://www.archive.org/details/departmentofinst1981mont 


AUDITOR'S    REPORT  AND   FINANCIAL  STATEMENTS 


STATE  OF  MONTANA 

Office  of  the  Legislative  Auditor 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/449-3122 


JOHNW.  NORTHEY 
JAMES  H  GILLETT,  C  P.A.  staff  legal  counsel 

ACTING  LEGISLATIVE  AUDIIOH 


The   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

We  have  examined  the  Combined  Balance  Sheet  of  the  various 
funds  and  the  General  Fixed  Asset  Account  Group  of  the  Board  of 
Pardons  as  of  June  30,  1981,  and  the  related  Combined  Statements 
of  Revenues,  Expenditures,  and  Changes  in  Fund  Balance  -  Budget 
and  Actual  for  the  fiscal  years  ended  June  30,  1980  and  June  30, 
1981.  Our  examination  was  made  in  accordance  with  generally  ac- 
cepted governmental  auditing  standards  for  financial  compliance 
audits  and,  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances,  except  as  indicated  in  the  following 
paragraph. 

We  did  not  test  all  applicable  federal/compliance  issues  related 
to  the  Special  Revenue  Fund.  The  CETA  and  Crime  Control  pro- 
grams, which  constitute  all  activity  in  the  Special  Revenue  Fund 
for  fiscal  years  1980  and  1981,  respectively,  are  audited  by  other 
auditors  under  contract  with  our  office.  Accordingly,  we  do  not 
express  an  opinion  on   compliance  for   these  programs. 

In  our  opinion,  except  for  the  effect,  if  any,  of  the  matter 
referred  to  in  the  preceding  paragraph,  the  financial  statements 
referred     to     above    present    fairly    the    financial     position    of    such 


funds  and  account  group  of  the  Board  of  Pardons  as  of  June  30, 
1981,  and  the  results  of  operations  and  changes  in  fund  balance  of 
such  funds  for  the  two  fiscal  years  then  ended,  in  conformity  with 
generally  accepted  accounting  principles  applied  on  a  consistent 
basis. 

Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  basic  financial  statements  taken  as  a  whole.  The 
accompanying  Schedule  of  Federal  Grant  Receipts  and  Disbursements 
is  presented  as  supplemental  information.  This  information  has 
been  subjected  to  the  tests  and  other  auditing  procedures  applied 
in  our  examination  of  the  financial  statements,  except  for  the 
effect,  if  any,  of  the  matter  referred  to  in  paragraph  two,  and,  in 
our  opinion,  is  fairly  stated  in  all  material  respects  in  relation  to 
the  financial   statements  taken  as  a  whole. 

Respectfully  submitted, 

James   H.    Gillett,    CPA 
Acting   Legislative  Auditor 

November  3,    1981 


BOARD  OF  PARDONS 

COMBINED  BALANCE  SHEET 

ALL  FUNDS  AND  ACCOUNT  GROUPS 

JUNE  30,  1981 


General  Fixed  Assets 
General  Fund     Group  of  Accounts 

ASSETS 
Amount  Available  to  Pay  Accrued 
Expenditures  and  Liabilities         $6,604 

Equipment  $5 , 189 

Total  Assets  $6,604  $5,189 


LIABILITIES  AND  FUND  BALANCE 
Accounts  Payable  -  Fiscal  Year 

End  Cutoff  $4,688 

Accrued  Expenditures  1 ,916 

Total  Liabilities  6,604 

Fund  Balance  -0- 

Investment  in  General  Fixed  Assets  $5, 189 

Total  Liabilities  and  Fund  Balance  $6,604  $5,189 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 


BOARD  OF  PARDONS 


REVENUES: 
Federal  Assistance 
Total  Revenues 

EXPENDITURES: 
Board  Operations 
Crime  Control  Grant 
Total  Expenditures 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES) 
Prior  Year  Adjustments 
Support  from  General  Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  FINANCING 
SOURCES  (USES) 

FUND  BALANCE  JULY  1,  1980 

FUND  BALANCE  JUNE  30,  1981 


COMBINED  STATEMENT  OF  : 

RE VENUES,  EXPENDITURES,  AND 

DS 

CHANGES  IN  FUND  BALANCE  - 

BUDGET  AND  ACTUAL  -  ALL 

FUN 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 

GOVERNMENTAL 

FUND  TYPES 

General 

Fund 

Special  Revenue 

Fund 

Variance 

Variance 

Favorable 

Favorable 

Budget        Actual 

(Unfavorable) 

Budget 

Actual 

(Unfavorable) 

$1,002 
1,002 

$965 
965 

$(  37) 

$  -0-         $  -0- 

$-0- 

(  37) 

98,026 


97,587 


439 


98,026 

97,587 

439 

(98,026) 

(97,587) 

(439: 

(475) 
98,501 

(475) 
98,062 

-0- 

439 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

$  -0- 

$  -0- 

$-0- 

1,002 
1,002 


■0- 
-0- 


$-0- 


965 
965 


-0- 

-0- 
$-0- 


37 


37 


■0- 
■0- 


$  -0- 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 


BOARD  OF  PARDONS 


REVENUES: 
Federal  Assistance 
Total  Revenues 

EXPENDITURES: 
Board  Operations 
CETA 

Total  Expenditures 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES) 
Prior  Year  Adjustments 
Support  from  General  Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  FINANCING 
SOURCES  (USES) 

FUND  BALANCE  JULY  1,  1979 

FUND  BALANCE  JUNE  30,  1980 


COMBINED 

STATEMENT  OF  REVENUES 

,  EXPENDITURES,  AND 

DS 

CHANGES  IN  ] 

FUND 

BALANCE  - 

BUDGET  . 

AND  ACTUAL  -  ALL 

FUN 

FOR 

THE 

FISCAL  YEAR  ENDED 

JUNE  30,  1980 

GOVERNMENTAL 

,  FUND  TYPES 

General 

Fund 

Special  Revenue 

Fund 

Budget 

Actual 

Variance 
Favorable 
(Unfavorable) 

Budget 

Actual 

Variance 
Favorable 
(Unfavorable) 

$8,377 
8,377 

$1,190 
1,190 

($7,187) 

$  -0- 

$  -0- 

$-0- 

(  7,187) 

90,624 

90,149 

475 

2,394 
2,394 

1,190 
1,190 

1,204 

90,624 

90,149 

475 

1,204 

(90,624) 

(90,149) 

(475) 

5,983 

-0- 

(5,983) 

(172) 
90,796 

(172) 
90,321 

-0- 

475 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

$  -0- 

$  -0- 

$-0- 

3,865 


3,865 


9,848        3,865 
(3,865)       (3,865) 
$5,983       $-0- 


-0- 


(5,983) 
-0- 
($5,983) 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 


BOARD  OF   PARDONS 

NOTES  TO  THE    FINANCIAL  STATEMENTS 

FISCAL  YEAR    ENDED  JUNE  30,    1981 

1.      SUMMARY  OF  SIGNIFICANT  ACCOUNTING   POLICIES 

The  board's  financial  statements  were  prepared  from  the 
Statewide  Budgeting  and  Accounting  System  (SBAS)  with  the 
following  adjustments: 


Fiscal  Year  1979-80 


Account 

FEDERAL  AND  PRIVATE  REVENUE  FUND 
Prior  Year  Income  Adjustment 


Amount 
Increased 
(Decreased) 


$3,865 


Fiscal  Year  1980-81 


Account 

GENERAL  FIXED  ASSET  ACCOUNT  GROUP 
Equipment 
Investment  in  General  Fixed  Assets 


Amount 
Increased 
(Decreased) 


$1,287 
1,287 


Basis  of  Accounting 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
revenues  are  recorded  when  received  in  cash  unless  susceptible  to 
accrual  or  deferral,  and  expenditures  are  recorded  when  a  valid 
obligation   is  incurred. 

Revenues  are  susceptible  to  accrual  if  they  are  measurable 
and  available  to  finance  expenditures  of  the  fiscal  period  or  are 
not   received   at   the  normal  time  of  receipt.      Revenues  are  deferred 

9 


if  material  and  received  before  the  "normal"  time  of  receipt,  or  if 
received  for  a  particular  activity  and  the  expense  for  the  activity 
has  not  been   incurred  prior  to  fiscal  year-end. 

2.  VACATION   AND  SICK    LEAVE 

The  liability  amount  associated  with  unused  accumulated 
vacation  and  sick  leave  at  June  30,  1981,  is  maintained  on  an 
hourly  basis  rather  than  by  dollar  amount.  The  monetary  liability 
is  not  calculated  until  an  employee  terminates.  Upon  termination, 
qualifying  employees  are  paid  at  their  current  pay  rate  for  100  per- 
cent of   accumulated   vacation   and   25  percent  of  unused  sick  leave. 

3.  GENERAL    FIXED   ASSETS 

The  general  fixed  asset  group  of  accounts  includes  all  assets 
owned  by  the  board  which  had  an  original  acquisition  cost  in 
excess  of  $150.  The  board's  assets  are  recorded  on  the  Supply 
Inventory  Monitoring  System  (SIMS)  maintained  centrally  by  the 
Department  of   Institutions. 

4.  FUND  TYPES 

The  state  of  Montana  accounts  are  organized  utilizing  a  fund 
structure  outlined  in  section  17-2-102,  MCA.  For  financial  repre- 
sentation, these  funds  have  been  additionally  classified  according 
to  the  recommended  format  established  by  the  National  Council  on 
Governmental  Accounting  (NCGA). 
--Governmental   Fund  Types 

General  Fund  -  to  account  for  moneys,  except  those  moneys 
required  to  be  accounted  for  in  another  fund.  General  Fund 
moneys  deposited  in  the  state  treasury  are  available  to  defray  the 
costs  of  state  government. 
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Special  Revenue  Fund  -  to  account  for  the  proceeds  of  specific 
revenue  sources  that  are  restricted  to  expenditures  for  specified 
purposes.  Revenue  from  other  governmental  entities  in  the  form 
of  grants  and  reimbursements  are  restricted  to  expenditures  for 
specified  purposes.  These  revenues  are  recorded  in  the  Federal 
and  Private  Revenue  Fund. 
5.      RETIREMENT  SYSTEM 

Employees  are  covered  by  the  Public  Employees'  Retirement 
System,  a  contributory  plan  under  which  the  state  contributes 
6.2  percent  of  an  employee's  gross  wages  and  the  employee  con- 
tributes 6  percent  of  his  gross  wages  to  the  plan.  The  board 
incurred  pension  costs  of  $3,329  and  $3,773  during  fiscal  years 
1979-80  and   1980-81,    respectively. 

The  state's  policy  is  to  fund  accrued  pension  costs.  At 
June  30,  1980,  the  Public  Employees'  Retirement  System  was  actu- 
arially sound.  The  unfunded  past  services  costs  and  the  actuar- 
ially computed  value  of  vested  benefits  were  not  readily  available 
for  members  of  the  plan  employed  by  the  board. 
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BOARD  OF  PARDONS 

SCHEDULE  OF  FEDERAL  GRANT  RECEIPTS  AND  DISBURSEMENTS 

FISCAL  YEARS    1979-80  AND   198Q-"8T 


Fiscal  Year  1979-80  Fiscal  year   1980-81 


Receipts  Disbursements  Receipts  Disbursements 

CETA                                  T5,05!r  '      $1,190  $   -0-  '        $   -0- 

Montana   Board 

of  Crime   Control            -0-                     -0-  965                       965 


FEDERAL   GRANT    RECEIPTS   AND   DISBURSEMENTS 

Revenue  and  expenditures  reported  in  the  Federal  and  Private 
Revenue  Fund  differ  from  receipts  and  disbursements  reported  in 
the  supplemental  schedule  presented  here.  The  difference  is  due 
to  a  prior  year  adjustment  which  resulted  from  the  receipt  of 
CETA  reimbursement  money  in  the  fiscal  year  subsequent  to  the 
year  in  which  it  was  actually  earned.  The  adjustment  recorded 
during  the  audit  period  is  included  in  the  fiscal  year  1979-80  and 
1980-81  receipts  and  disbursements  shown  above.  On  the  financial 
statements  this  prior  year  adjustment  is  reported  as  "Cther  Financ- 
ing   Sources    (Uses)"     rather    than    as    a    revenue    or    expenditure. 
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